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No “Sticker Shock”
Joan Youngman, a senior fellow at the
Lincoln Institute of Land Policy and fre-
quent author on property tax issues,
states that many times large increases in
assessments “stem not so much from ex-
traordinary market activity, but instead
from extraordinary assessment inactiv-
ity.”1 The failure to update assessments
can contribute significantly to the tax im-
pacts that create taxpayer dissatisfaction.

An annual update process allows for
changes in the market to be phased in,
avoiding more significant tax shifts and
impacts which can occur when three
year’s worth of market appreciation is
factored into a single assessment cycle.

Reduced Abatements 
The state Appellate Tax Board has
made it clear that they are not bound
to the three-year certification cycle
when evaluating the market value of
properties in abatement appeal pro-
ceedings. As a result, in a down mar-
ket, a community which fails to imme-
diately reflect market changes in its
assessments may be creating abate-
ment liabilities. In a severe downturn,
this can result in substantial abatement
payouts that drain overlay reserve ac-
counts and adversely impact a com-
munity’s finances.

An annual update policy is not appro-
priate or even possible, in every com-
munity. For example, a city or large
town with a full-time assessing staff is
clearly better equipped and more able
to keep assessments up-to-date than a
smaller community with a part-time as-
sessment presence.

Mitchell Adams, Commissioner
Joseph J. Chessey, Jr., Deputy Commissioner
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There has been considerable debate
within the Massachusetts assessing
community on whether to retain the
current three-year revaluation certifica-
tion cycle or extend the period to five
years. This debate has somewhat
masked a related, and perhaps more
relevant question: How often should
assessed values be updated?

Under current law and practice, the Di-
vision of Local Services recertifies val-
ues once every three years. All com-
munities, however, have the option of
market indexing, or trending their as-
sessments to reflect changes in the real
estate market from the previous year.

Should communities update assess-
ments annually? In Boston, we have
chosen to follow an annual update pol-
icy, and found that there are a number
of benefits, including:

Improved Equity
Since the Commonwealth shifted to the
full and fair cash value standard, we
have experienced an historic boom in
real estate prices in the 1980s, an
equally impressive bust in the early
1990s, followed by a sustained recov-
ery in values. In fact, rapid change is
the only common thread throughout
this period.

An annual update process eliminates
the lag between changes in the real
estate market and the reflection of
these changes in assessments that
can result in an inequitable distribution
of property tax obligations.

How Often Should a Community Reassess?
The many technological advances in
the tools available to assessors, how-
ever, make an annual update policy
more attainable in many communities.
A number of cities and towns have in-
vested in geographic information sys-
tems (GIS) that can quickly bring com-
plex real estate market trends into
sharp focus. Powerful PC database
and analysis tools have significantly re-
duced the effort required to perform
assessment ratio studies and other
analyses necessary to evaluate as-
sessment levels and determine appro-
priate trending factors.

The administration of a sound assess-
ment system is not a task that is pur-
sued every third year. An annual up-
date program can improve the quality
and consistency of assessments and
enhance the public’s acceptance of
the property tax. ■

1Youngman, Joan, “Price Volatility and Property Tax
Limitations,” Land Lines: Newsletter of the Lincoln In-
stitute of Land Policy, January 1998.

written by Ronald W. Rakow, Commissioner, Boston Assessing Department
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The SJC’s Look at
Land Use Regulation
Does a governmental agency’s denial
of a development permit constitute a
“taking” of real property? The Supreme
Judicial Court recently answered this
question in the negative and rejected a
property owner’s argument that denial
of the permit, through governmental
regulation restricting land use, was
tantamount to an eminent domain tak-
ing under the state and federal Consti-
tutions. The Court did not find any reg-
ulatory taking in the case of Daddario
v. Cape Cod Commission, 425 Mass.
411 (1997).

In 1964, the plaintiff acquired a 70 acre
parcel which was located in an agricul-
tural zoning district in Falmouth. The
Falmouth zoning by-laws allow earth
removal in an agricultural zoning dis-
trict by special permit. In 1994, the
plaintiff applied to the Falmouth Zoning
Board of Appeals (ZBA) for a special
permit to extract sand and gravel on
32 acres of his land. Due to the devel-
opment’s potential regional impact, the
ZBA referred the matter to the Cape
Cod Commission (Commission). 

The Commission was established
under Chapter 716 of the Acts of 1989
to coordinate regional planning and
land use development on Cape Cod.
According to its written regional policy
plan, the Commission seeks to bal-
ance economic development and the
conservation of natural resources. It re-
views any proposed development to
determine conformity with the regional
plan. The Commission will approve a
proposed development if the project’s
benefits outweigh any detrimental im-
pact, and if the project satisfies the re-
gional policy plan and municipal de-
velopment by-laws. If a project is
disapproved by the Commission, an
aggrieved party may appeal to the Su-
perior Court or Land Court.

In the case at hand, the Commission
held two public hearings and then de-
nied the plaintiff’s application for min-
ing. The Commission wrote that the
proposed mining would have an ad-
verse impact on the Cape’s natural re-
sources. The plaintiff appealed immedi-
ately to the Land Court. The Land Court
ruled that the Commission’s decision
amounted to a regulatory taking and or-
dered the Commission to approve the
project with certain conditions.

The Commission then appealed to the
Supreme Judicial Court. The Court dis-
agreed with the Land Court judgment
on two grounds. First, the Court cited
U.S. Supreme Court decisions where
taking claims were disallowed when
governmental agencies had not ren-
dered final determinations regarding
the parcels under appeal. In the
Supreme Judicial Court’s view, the
plaintiff’s claim was not valid because
the Commission had not made a final
decision on the nature and extent of
the development that it would approve
for the Falmouth parcel.

Secondly, the Court ruled that the state
and federal Constitutions did not pro-
hibit the Commission’s denial of the
permit. Where there is a claim of regu-
latory taking, the Supreme Judicial
Court wrote that three factors must be
considered by the Court: the regula-
tion’s economic impact; the regula-
tion’s interference with investment-
backed expectations; and the
character of the governmental action.
In this situation, the Court concluded
that the denial of the mining permit did
not prohibit a less extensive excava-
tion of sand and gravel at the site. A re-
view of the evidence disclosed, in fact,
that the Commission had suggested
that mining take place on 25 acres
rather than on the 32 acres proposed,
however, the plaintiff had rejected the
Commission’s alternative.

LEGAL in Our Opinion
Even if less extensive mining was not
economically feasible, in the Court’s
view, the subject parcel had substan-
tial monetary value for other uses.
Under the Falmouth by-laws, the par-
cel could still be used for agricultural
and residential purposes. The Court,
therefore, concluded that there was no
taking. In effect, the Court held that a
landowner is not entitled to the most fi-
nancially profitable use of the land pro-
vided that the government regulation
permits an economically viable use of
the land. Land use regulation, in the
court’s view, “is not an all-or-nothing
proposition.” ■                          
written by James Crowley

City & Town Mailing 
The Division of Local Services (DLS) is
considering changing its policy on
mailing copies of City & Town. As a
cost cutting measure, we will no longer
provide copies to municipal officials at
their home addresses. Copies will be
available at each city or town hall and
in most public libraries. 

Another alternative is to download City
& Town from the DLS home page on
the Internet. The internet address is on
page 8. 

DLS will no longer provide copies for
each member of a board or depart-
ment. Instead, we will send three
copies to boards or departments with
five or fewer members, and five copies
to larger boards. We ask that local offi-
cials share the publication. There are
no restrictions on copying issues of
City & Town, or other DLS publica-
tions. If sharing is not feasible, please
contact DLS at (617) 626-2405. 

Our goal is to extend our resources as
far as possible while continuing to
make City & Town available to as
many readers as possible. The new
policy would be implemented as of
July 1, 1998. ■ 
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Effects of New
Growth
The strong economy in Massachusetts
has spurred development of real es-
tate. This article looks at the effect of
new development and other growth on
the amount that municipalities can raise
through property taxes. Proposition 21/2
restricts the amount of property taxes a
community can levy to 2.5 percent of
the total assessed value of its taxable
property (levy ceiling) and constrains
the annual increase in the tax levy to
2.5 percent plus two other factors: new
growth and overrides (levy limit).

The annual increase in the levy limit due
to new growth is based on the amount
of new development and other growth
in the tax base that is not the result of
revaluation or normal market-based ap-
preciation. This includes: new residen-
tial or commercial development, con-
dominium conversion, or improvements
to existing properties. The purpose of
the new growth provi-
sion is to recognize
that new development
will bring additional
municipal costs (e.g.
schools, roads and
public safety). Rather
than reallocating a
fixed levy limit among
an expanded tax
base, the growth pro-
vision increases the
levy limit by an amount
equal to the assessed
value of the new de-
velopment multiplied
by the prior year’s tax
rate for the appro-
priate property class.
Essentially, then, the
new growth increment
added to the levy limit
reflects a representa-
tive tax bill for the new

with the next lowest percentages of
new growth (over the three-year pe-
riod) are Monroe (0.14 percent), Rowe
(0.15 percent), Arlington (0.26 percent),
Winthrop (0.38 percent) and Gosnold
(0.45 percent). The communities with
the next highest percentages of new
growth (over the three-year period)
after Berlin are Bolton (5.20 percent),
Amesbury (5.16 percent), Douglas
(5.14 percent), Franklin (5.12 percent)
and Boxford (4.96 percent). In the
high-end communities, new growth
had a significant effect on the ability to
raise revenue through the property tax.

In the current analysis, residential and
open space property classes are
grouped together as residential, and
commercial, industrial and personal
property classes are grouped together
as commercial. Statewide, residential
new growth accounted for 53 percent
of new growth; commercial accounted
for 47 percent. These ratios were fairly

construction based on the prior year’s
tax rate.

The effect of new growth on a commu-
nity’s ability to raise revenue through
the property tax can be measured by
percentage of the total levy limit, net of
temporary debt and capital exclusions.
In order to moderate the effects of un-
usual growth in any one year, this
analysis looks at the average new
growth amount and levy limit over a
three-year period, FY96 through FY98.
During this time period new growth ac-
counted for 1.87 percent of the total
levy limit statewide. This three-year av-
erage is close to the annual percent-
ages (FY96, 1.79 percent; FY97, 1.85
percent; FY98, 1.82 percent). In individ-
ual communities the rate varied from
0.0 percent for Springfield and Lynn,
which were prohibited from applying
new growth because they had reached
their levy ceilings, to 9.51 percent for
Berlin over the three-year period. After
Springfield and Lynn, the communities continued on page six ➡

Figure 1

FOCUS on Municipal Finance

Total New Growth
as a Percent of Levy Limit

0% to 2% (182)
2% to 4% (147)
4% to 9.51% (22)
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consistent over the three years (FY96,
52 percent and 49 percent; FY97, 55
percent and 45 percent; FY98, 54 per-
cent and 46 percent).

For individual communities, the ratios of
residential and commercial new growth
over the three-year period ranged from
five percent residential and 95 percent
commercial for Boston, to 99 percent
residential and one percent commer-
cial for Gosnold. Five of the six commu-
nities with low rates of residential
growth were urban communities. In ad-
dition to Boston, these communities
were Lawrence (six percent and 94
percent), Everett (nine percent and 91
percent), Lee (10 percent and 90 per-
cent), Worcester (10 percent and 90
percent) and Holyoke (11 percent and
89 percent). The communities with the
highest rates of residential growth rela-
tive to commercial were all small
towns. In addition to Gosnold these
communities included Alford (98 per-
cent and two percent), Dunstable (98
percent and two percent), Carlisle (98
percent and two per-
cent), Leverett (97
percent and three
percent) and Merri-
mac (97 percent and
three percent).

Table 1 shows the av-
erage amount of new
growth applied to the
levy limit for each
community in Mass-
achusetts for FY96
through FY98. It
shows the amounts
for residential and
open space (listed as
residential in the
Table), commercial,
industrial and per-
sonal property (listed
as commercial in the
Table), and the total
amount. It also shows
average residential
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Effects of New Growth
➡ continued from page three

new growth and average total new
growth as a percent of the average
levy limit for FY96 through FY98 and
the rank on total new growth as a per-
centage of levy limit. Data for FY95
through FY97 were used for those
communities which did not have certi-
fied new growth for FY98 at the time
this article was written. These commu-
nities are indicated with an asterisk in
the table. Springfield, Lynn and
Lawrence were at the levy ceiling in
FY97 and FY98 and had no new
growth applied to the levy limit either
year. Holyoke and Lowell were able to
use a portion of their new growth be-
fore they reached their levy ceiling in
FY98.

Finally, new growth is based on in-
creases in value during the preceding
full calendar year. Thus, for example,
new growth for FY98 is based on the
growth reported in calendar year 1996
with an assessment date of January 1,
1997. A local option allows new con-
struction between January 2 and June

30 to be taxed in the upcoming fiscal
year beginning July 1 (M.G.L. Ch. 59
§2A). This reporting method results in
some communities having a transition
period of 18 months in the year of im-
plementation. Since the current analy-
sis is based on a three year average
this should not have a significant effect
on the results.

Statewide Patterns
Figure 1 divides communities into low,
medium and high levels of total new
growth as a percentage of the levy
limit. The map shows that highest lev-
els of new growth tend to be clustered
around the Route 495 belt, with the
lowest levels of new growth inside
Route 128 and in western Massachu-
setts. Since residential new growth ac-
counts for over 50 percent of total new
growth, its pattern roughly parallels the
pattern for total new growth.

Figure 2

continued on page seven ➡

Commercial, Industrial, Personal Property New Growth
as a Percent of Levy Limit

0.0% to 0.6% (228)
0.6% to 1.2% (93)
1.2% to 7.8% (30)
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Sewer Rate Relief 
A total of $49 million in sewer rate relief
funds was distributed to 115 cities and
towns for FY98. The 52 Massachusetts
Water Resources Authority (MWRA)
member communities received most of
the relief, more than $40.8 million. The
South Essex Sewerage District re-
ceived $2 million, and 78 cities, towns
and commissions received the remain-
ing $6.1 million. Some communities re-
ceive funds for more than one purpose.

Thirteen communities received state
aid for the first time to help fund clean
water projects. They are Auburn, Charl-
ton, Chelsea, East Longmeadow,
Edgartown, Gardner, Lynnfield, Milford,
Northboro, Swampscott, Templeton,
Wayland and Weston. 

For FY98, eligible debt was defined as
debt for water pollution control projects,
issued after January 1, 1990, with a
maturity greater than five years. Pro-
jects which received state construction
grant assistance are ineligible, as are
projects financed through the Mass-
achusetts Water Pollution Abatement
Trust which received financing subsi-
dies, unless the amount exceeded $50
million dollars on June 30, 1995.

The Division of Local Services adminis-
ters the program in consultation with
the Department of Environmental Pro-
tection. Communities receiving funds
after sewer rates have been set must
certify that the aid distributed from the
Fund has been, or will be, applied to
the reduction of sewer rates. ■

DLS UPDATE
Easier State Tax Filing 
The Department of Revenue is ex-
panding its array of technology-driven
filing programs for the 1998 tax sea-
son, offering taxpayers the ease and
convenience of filing their state income
taxes without paper. Telefile will be of-
fered to Form 1 filers this year. Form 1
is the longer tax return form. It can be
Telefiled if taxpayers meet certain crite-
ria. Telephone icons alert taxpayers to
whether they can use Telefile or not. 

“There is an information technology
revolution going on all around us and
DOR is at its cutting-edge. We will con-
tinue to develop and implement new
systems to benefit both the taxpayers
and the Department,” said Revenue
Commissioner Mitchell Adams. 

More than 500,000 taxpayers filed their
1996 state income tax returns by elec-
tronic means. They Telefiled, PC filed
and filed electronically through their tax
preparers. DOR anticipates an in-
crease in the number of 1997 returns
filed via electronic methods.

Taxpayers will be able to electronically
file returns from their personal comput-
ers once again this year. DOR will offer
three different methods of PC File, all of
which are free of charge. In addition,
taxpayers may use a commercial pack-
age that can electronically file both a
federal and state income tax return.
DOR will provide a link on its website to
the vendor that will be offering this serv-
ice. Also new this year, tax preparers
will be allowed to Telefile and PC File
on behalf of their clients. In addition, di-
rect deposit will be available for all fil-
ers, and forms will be on CD-ROM.

Taxpayers who
have access to
the World Wide
Web have also
been able to 
e-mail DOR
since January.
Questions and
comments can
be sent to DOR through the feedback
section on DOR’s home page found at
www.state.ma.us/dor.

DOR’s Customer Service Center is
open Monday through Friday from 8:45
a.m. to 5 p.m. From January 15 though
April, there will be extended hours. To
reach Customer Service call (617) 887-
MDOR (6367) or toll-free within Mass-
achusetts, 1-800-392-6089. Taxpayers
may also order forms and check on the
status of their refunds through the cus-
tomer service phone lines listed above.
The phone lines contain 24-hour-a-day
interactive voice response system. ■

Figure 2 looks at commercial, indus-
trial and personal property new growth
as a percentage of the levy limit. Here
the pattern is somewhat different.
There is still a belt of moderate new
growth along Route 495. However, the
urban centers of Boston, Worcester,
Springfield and Pittsfield have high
levels of new growth along with places
where there has been shopping mall
construction or renovation. In fact, the
five communities with the highest rate
of commercial new growth all had
malls constructed or renovated: Berlin,
Lee, Holyoke, Natick and Peabody. ■

Effects of New Growth
➡ continued from page six



April 1
Collector: Mail 2nd Half Semi-annual Tax Bills

Opportunities for Training
Assessment Administration: Law, Procedures and Valuation (Course 101) will
be held at Holyoke Community College on Tuesday evenings beginning March
31, 1998.

New! A Classification Training Workshop will be given on Wednesday, April 8,
1998, at 7:00 p.m. at the Lowell Sheraton Riverfront Inn. Call Barbara LaVertue
for required preregistration.

A Classification Training Workshop will be given on Tuesday, May 19, 1998, in
Room C309 at Holyoke Community College.

“What’s New in Municipal Law” will be held on May 15, 1998 in West Spring-
field and on May 22, 1998 in Framingham.

New Officials Finance Forum for newly elected or appointed officials will be
held in Auburn on Friday, June 5, 1998.

City & Town
City & Town is published by the Massachusetts
Department of Revenue’s Division of Local Serv-
ices (DLS) and is designed to address matters
of interest to local officials. DLS offers numerous
publications on municipal law and finance, avail-
able by calling (617) 626-2300, or through the
DLS World Wide Web site at http://www.state.
ma.us/dls or by writing to PO Box 9655, Boston,
MA 02114-9655.

Marilyn H. Browne, Managing Editor

Jean M. McCarthy, Editor
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Municipal Fiscal Calendar
This month’s Focus article looks at new
growth as a percent of levy limit. The
Municipal Data Bank has several re-
ports which relate to communities’ tax
levies and assessed values. The Levy
Limits Components report shows the
values of the levy limit base, new
growth, override and levy ceiling for
the last five years. The Municipal Rev-
enue Growth Factor report shows certi-
fied new growth as a percent of the
previous year’s levy limit. Two other re-
ports: Tax Levy by Class and Assessed
Values by Class include five-year histo-
ries for one or more cities or towns. 

To obtain Municipal Data Bank information contact:
Stan Nyberg, Dora Brown or Debbie DePerri at (617)
626-2300 for printed reports and data files; Burt
Lewis at (617) 626-2358 for the On-Line Access
System; or use the World Wide Web address below.

Data Bank Highlight

9M 3/98 DC97BO4


